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The  fuiida'ne:it-l  conte.-nporc^ry  issue  in  tt.e  theory  of  value 

is  the  ol)  ■■ecti\ it V  oi  values.  Ginct  the  notion  oi  value  is 

jp 

busica!../  i.uantit-itive  this  issue  cones  aov.n  to  the  t.iue..tion : 
i.re  valuer  jasLururalle? 

I 

Von  Neumann  and  i-»or -ensterni  in  their  book  Thcor/  of  o..ines  ^  ^ 

jnd_Jh^gj^mic  be:..;vijr  have  ‘felted  wi*  inrenio*-^  y.-i'dstick,  n 

/  the  comparison  of  {’•oods  with  probability  coiabinations.  They  nave 

demonstrated  that  such  comparisons  allow  t>.c  construction  of  a 

numerical  scal^  for  values  which  is  uni'iue  except  for  the  choice 

'  of.  zero  point  and  an  .arbitrary  sc  .le  f.-ctor.  — 

6/  ' 

Two  major  criticisms  have  been  ^jl^ed  a.*air.3t  the  Von  Neumann- 
Korsienstern  procedure.  l)  It  issuues  trat  a  person  can  arrar.f'e  all 
,^oods  in  a  single,  linear  order  of.  preffehence.  It  r*sr.u.mer  that 

psycholofic.nl  expectations  combine  •..itri  ;  I'obnbiiit  ies  like  classical 
mathematical  expectations  .  The  little  |ex''e»*i.‘ncf.tal  evidence  we  have 
on  this  subject,  as  well  a;  *eneral  experience,  su  r.est  that  neither 
assumption  is  true. 

however,  boti.  of  these  criticisms  are  earily  .ot  by  inessential 
chan'es  in  the  Von  heuitann-iior -enstei  n  coriSti  uctior: . 


I.  by  assuming  a  sli  'htly  .,tror.  er  forr.  of  ca..si ste:.  cy  ii; 
a  perron’s  cor-;parisonf.  of  _ooas  i  nd  probatility  combinations,  the 
procedure  c^ti  Le  extended  to  a  wiue  ran  e  ol  arti..!  orders  —  i.e. 
to  preference  rel.<tionr  wi. ere  tie  inuiviau.il  c  .nnot  alwa/.s  state  a 
direct  preference  between  p.iirs  of  oou:  .  Viii.  evtcn.;ior,  not  only 
creates  a  measurinp  scale  for-  v  luei  ,  it  0.I.S0  -1  ovi  iei.  a  new  iiiieor 

orderin/ . 


% 


r-110-A 
1 

II*  We  need  not  assume  tlvit  osvcuolo’lcal  expectation  is 
equivalent  to  laathemati  cal  ex  ■^fetation.  According  to  the  classical 
conception,  the  amount  a  "lan  should  jay  for  a  value,  v,  expected  with 
a  (>robability  p  is  j)V.  If  we  admit  the  moxe  general  rossibility  that 
the  amount  a  man  will  pay  is  f(p)v,  wliere  f(p)  i?  a  function  of  the 
probability,  fulfillinr  certain  consistency  conJilions,  we  cai;  still 
set  up  a  numerical  scale  for  values  with  all  the  uniqueiiess  pror'ertier 
of  the  Von  tieumann--^lOr:'enste^n  method, 

Tt.ese  two  liberalizations  five  a  r.easurinr,  npfaritus  which  is 
sufficiently  flexible  to  de  -l  with  most  of  the  issi.es  raised  in 
classical  utility  theory ; -namely  they  make  room  lor  raulti~.iimeitsional 
values,  for  the  "utility'*  of  ffjamtilinr,  ana  insurance. 


There  remains  the  empirical  test  of  the  assumptions,  in 
particular  of  the  assumptions  of  consistency.  Uhut  little  experi¬ 
mental  work  I  am  familial'  with  si^:fests  ttiat  ;  reference  rel.  tior.s  in 
both  animals  and  humans  are  reasonably  consistent.  It  is  j)03sible 
that  an  even  more  flexible  neasui’ing  device  would  lesult  if  some  oi 
the  techniques  of  prychometrics  were  used  —  e*'**  if  A  is  preferred 
to  b  v/ere  defined  to  mean  th- 1  A  is  chosen  ovei'  L  a  cert  ain  pei  cei-tu^e 
of  times. 


Or.  the  other  h-i.nd,  the  ex;  eriraental  f'^ct  th  it  •'l  efer’ence 
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relations  become  more  consistent  .tfith  increasin'  familiarity  with, 
the  valued  objects  supfests  th  t  the  assumption  of  consistency  fiii  '’ht 
better  be  interpret**a  as  a  norn.tive  r- air .  rather  than  m  empirical 
statement  about  behaviour.  The  r'caie  would  t- ei.  re'rGuent  a 
rational  « econfetructiori  of  a  jer.son's  values. 


Of  course,  tie 
second  major  problem 
comparison  of  values. 
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